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While TVA management has the ultimate
responsibility for fraud detection and preven-
tion, our goal is to help TVA improve their
antifraud processes, develop an effective
oversight process, and detect and seek
prosecution of fraud where it exists. We will
be expanding our efforts in data mining and
intelligence and analysis, as well as working
with TVA management to conduct fraud risk
assessments in key business units.
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The estimated cost to restart BFN Unit 1 is
$1.8 billion, to be completed in fiscal year
2007. Because of the significance of this
effort, the OIG has redirected resources to
BFN to conduct reviews to promote cost
control and detect and correct instances of
fraud, waste, and abuse. We also have
projects underway to ensure integrity in TVA's
contract administration process and to look
for cost savings opportunities. Our efforts
included identifying overbillings by one
contractor of $602,611 and an indictment of
a former employee and co-conspirator for
purchasing overpriced janitorial supplies far
in excess of what TVA needed.
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Our contract and preaward audits identified almost
$3.3 million in potential savings opportunities. TVA
management generally agreed with our findings and
implemented our suggestions. TVA negotiated over
$7 million in savings from our preawards and
disallowed nearly $3 million questioned by our
contract audits during this and prior reporting
periods.

VA’s IT Security
Program Moves Forward
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We found TVA's security program structure meets
Federal Information Security Management Act
requirements and TVA is making substantial
progress in correcting significant deficiencies. TVA
also is correcting weaknesses in logical and
physical security and internal controls identified in
our other reviews.
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We conducted five financial-related audits, including
two audits of TVA's external auditor’s review of
interim financial information for the second and third
quarters of fiscal year 2004.
Although we noted some
areas for improvement, we
did not identify any material
weaknesses.
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An inspection of an energy right® Program
contractor found he engaged in various improper
schemes. Our inspection also found numerous
opportunities for
improvement in internal
controls over program
implementation.

energy right®

mproved Procedures
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We determined TVA hospitality and special event-
related expenditures for fiscal year 2003 totaled
about $6.5 million. TVA employees had wide
discretion to incur those expenses, and we found
no instances of noncompliance with policy. During
our review, the TVA Board issued additional
guidance to better control these expenditures.

In addition, management agreed with our
recommendations for additional procedures to
improve reporting, reviewing, and monitoring
hospitality expenditures.



